One of the costs of operating a tax system is the compliance cost imposed on the taxpayers themselves. Previous research on the individual income tax suggests that the compliance cost is many times higher than the budget of the tax administration agency; recent estimates have put the annual compliance cost of the federal and subfederal individual income taxes as high as $35 billion, compared to a total Internal Revenue Service (IRS) budget of about $6 billion (Slemrod and Sorum 1984; Blumenthal and Slemrod 1992) .
Although compliance costs are large, reducing these costs through simplifying the tax process has seldom been an important objective of AUTHORS Sandford, Godwin, and Hardwick (1989) in their study of the United Kingdom and that used by Pope, Fayle, and Chen (1991) Aside from uniformity, the most popular general suggestion was to move toward more conformity between taxable income and the measure of income used for financial accounting purposes. Forty-two surveys suggested this change. Several tax officers recommended that the tax calculation begin with book income and then proceed by making a small number of modifications, a reconciliation similar to the one now required on Form M-1.
The current tax provision drawing most criticism was the AMT. Thirty-eight recommended that it be completely eliminated; 11 recommended only that it be simplified, and 13 more surveys advocated a particular change-eliminating the adjusted current earnings provision. Seventeen respondents recommended eliminating the uniform capitalization rules, with 2 more suggesting that they be simplified; 13 surveys advised that the foreign tax credit provisions be simplified, and various other international provisions were singled out for simplification.
Twenty-one respondents suggested that, because the underlying problem with the tax code was its instability, the required solution was some kind of moratorium on tax changes, perhaps limiting major tax bills to once every 3 or 4 years.
PUTTING COMPLIANCE COSTS IN PERSPECTIVE
Any tax system is costly to operate and entails both administrative and compliance costs. Different systems place different relative burdens on the taxpayer and the tax enforcement agency. They also score differently on the other important criteria by which we evaluate taxation-the fairness of the tax burden and how supportive it is of economic growth. There is often, but not always, a tradeoff that must be made between these other goals and simplicity. The simplest tax system is not necessarily the best, but neither is all of the complexity in the current system necessarily serving a useful purpose.
It is difficult to dismiss a $1 billion annual compliance cost for the -50,0.576; 51-100, 1.089; 101-150,0.980; 151-200, 0.754; 201-250, 0.817; 251-300, 0.817; 301-350, 0.817; 351-400, 1.960; 401-450, 4 .900; 451-500, 1.633. figure. 11. What fraction of costs is incurred because of federal taxes, as opposed to state and local taxes, is undoubtedly highly arbitrary for many firms.
12. Research compnses 9.0% of personnel costs within the tax department for Fortune 500 firms.
13. The analogous tables for assets and sales can be found in Slemrod and Blumenthal (1993) . 14. These estimates are based on regression analyses of the logarithm of compliance cost, excluding nonpersonnel costs, as a function of the loganthm of each of the six size measures The details of the regression results are presented in the first three columns of Table 7. 15. There are small differences in the average compliance cost estimates reported in Tables 2,  5 , and 6. These are due to methodological differences in the construction of the tables. For example, within-firm personnel expenditures are not broken down by function in Table 2 , whereas they are in Table 5 ; within-firm, nonpersonnel expenditures are allocated between federal and state compliance costs in Table 2 but not in Sandford, Godwin, and Hardwick (1989) .
17. Nonpersonnel, within-firm compliance costs were excluded from this analysis to avoid a substantial reduction in sample size, necessitated by the number of missing values for these variables.
18. Financial and insurance firms were excluded from the sample in the second and third equations because the meanings of both sales and assets are so different for them as compared with firms in any other sector. 19. Many respondents listed more than one aspect of the tax code, so that the total number of aspects mentioned exceeds the number of surveys for which an answer to this question was given.
